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Swiss Cooperation with Other Central Banks 


Recently some central banks have begun to accumu- 
late Swiss francs as a reserve currency, and at the end 
of June the sight liabilities of the Swiss National Bank 
to foreign banks of issue amounted to Sw F 360 mil- 
lion ($82.4 million). During the last week of June 
alone, one foreign central bank purchased with gold 
Sw F 108.2 million, which it deposited with the Swiss 
National Bank. According to the Neue Ziircher 
Zeitung, this transaction was effected by the Federal 
Reserve Bank of New York, which acted on behalf of 
the U.S. Treasury and which can be considered as 
holding the largest part of the balances in Swiss francs 
held by foreign central banks. In this connection it is 
reported that to reduce the premium on the forward 
deutsche mark, the U.S. monetary authorities have 
recently sold forward deutsche mark which had been 
put at their disposal on a spot basis by the Deutsche 
Bundesbank. It seems likely that the Swiss franc hold- 
ings of the Federal Reserve Bank of New York will at 


IBRD Loan to Philippines 

The World Bank on July 26 made a loan equivalent 
to $8.5 million to the Republic of the Philippines to 
finance equipment needed for a program of dredging 
and maintaining harbors and ports at depths satisfac- 
tory for ocean-going and inter-island shipping. The 
loan is for a term of 17 years and bears interest at 
5% per cent per annum, including the | per cent com- 
mission which is allocated to the Bank’s Special Re- 
serve. Amortization will begin on September 15, 1963. 


Participating in the loan, without the World Bank’s 
guarantee, for a total amount of $920,000 (represent- 
ing the first five maturities, which fall due between 
September 15, 1963 and September 15, 1965), are the 
New York Agency of The Chartered Bank, the New 
York Agency of The Hongkong and Shanghai Banking 
Corporation, Bank of America National Trust and 
Savings Association, The Chase Manhattan Bank, The 
First National City Bank of New York, Manufacturers 
Trust Company, and National Bank of Commerce of 
Seattle. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
July 26, 1961. 


some time be used to reduce the discrepancy between 
the spot and forward rates of the U.S. dollar vis-a-vis 
the Swiss franc. 

The revaluation of the deutsche mark resulted in a 
large capital inflow into Switzerland, and in March the 
Swiss National Bank tried to reduce the pressure on 
the pound sterling by transferring large dollar deposits 
to London and by effecting swaps of gold against 
pounds. The cooperative attitude of the Swiss National 
Bank inspired the general cooperation between central 
banks, which has taken place within the framework of 
the Bank for International Settlements. According to 
the Neue Ziircher Zeitung, the volume of transactions 
carried out by the Swiss National Bank to reduce the 
effects of short-term international capital movements 
on exchange markets exceeded that of any other bank 
of issue and has in recent weeks increased further. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

July 8, 1961. 


Europe 


U.K. Economic Measures 

The Chancellor of the Exchequer, Mr. Selwyn Lloyd, 
announced on July 25 a number of economic measures 
designed to relieve the pressures on domestic resources 
and the critical external situation. The measures include 
an increase in the bank rate from 5 per cent to 7 per 
cent; a further increase in Special Deposits lodged by 
the commercial banks with the Bank of England; a 
surcharge of 10 per cent on most customs and excise 
duties and on purchase tax; limitations on many items 
of domestic and overseas public expenditure; and a sub- 
stantial drawing from the International Monetary Fund. 
|Fuller details of Mr. Lloyd’s statement will be given 
in next week’s issue of this News Survey.| 
Source: The Wall Street Journal, New York, N.Y., 

July 26, 1961. 


Public Expenditure in the United Kingdom 

A major conclusion of the Plowden Committee, 
reported in a new U.K. White Paper, Control of Public 
Expenditure (Cmnd. 1432), is that decisions involving 
substantial future public outlays should never be taken 


without consideration of (a) what the country can 
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afford over a period of years, having regard to the 
resources prospectively available, and (b) the relative 
importance of one kind of expenditure against another. 
These considerations may appear to be self-evident, but 
in administrative terms they are not easy to carry out. 
Different governments, the White Paper says, will have 
different views about the proper size of public expendi- 
ture, but all governments have the same problem of 
how to keep it within that size. 

The White Paper proposes four principles for recon- 
structing the system of control over public expenditure: 
(1) regular surveys should be made of capital expendi- 
ture as a whole, over a period of years ahead, and 
decisions involving substantial future expenditure should 
be taken in the light of these surveys; (2) there should 
be the greatest practicable stability of decisions on pub- 
lic expenditure, when taken, so that long-term economy 
and efficiency throughout the public sector have the best 
possible opportunity to develop; (3) improvements 
should be made in the tools for measuring and handling 
public expenditure problems—including in particular 
a major simplification of the form of budget estimates, 
modernization and clarification of the Exchequer Ac- 
counts, and the more widespread use of quantitative 
methods in dealing with these problems throughout the 
public service—which should both improve the work 
inside the governmental machine and contribute to a 
better understanding by Parliament and by the public; 
(4) there should be more effective machinery for the 
taking of collective decisions and the bearing of col- 
lective responsibility by Ministers on matters of public 
expenditure. The White Paper adds that none of the 
elements in this proposed reconstruction of the decision- 
making system can be carried out quickly or have 
immediately significant effects, but over a period of 
years the results could be substantial. 


Source: The Times, London, England, July 21, 1961. 


U.S. Loan to Iceland 


The U.S. Government has lent Iceland [Kr 10 million 
($263,000) to help to finance the country’s first con- 
crete highway. The funds represent the counterpart 
value of some of the U.S. surplus agricultural products 
sold to Iceland against payment in Icelandic krénur 
(see this News Survey, Vol. XIII, p. 108). The total 
cost of the highway, which will run from Reykjavik, the 
capital, to Keflavik, an important fishing village and 
the site of the big international airport, will be 
IKr 110-120 million. The construction period is esti- 
mated at four years. 


Source: Morgunbladid, Reykjavik, Iceland, July 22, 
1961. 


Capital Investment in Norway 

Norwegian industrial concerns plan to increase their 
capital investment by nearly 10 per cent from 1961 to 
1962, according to a survey published by the Ministry 
of Industry, based on questionnaires sent out to firms 
employing 20 workers or more. The increase is biggest 
for building and construction (15 per cent) ; for machin- 
the increase has been put at 5 per cent. 
Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 

way, July 20, 1961. 


ery, etc., 


Capital Investment in Denmark 

According to a survey by the Danish Statistical 
Department, capital investment by Danish industry in 
1960 was about 40 per cent higher than in 1959, 
whereas an increase of only 6 per cent from 1960 to 
1961 is at present forecast. The deceleration is not, 
however, attributable to a fall in industrial activity. 
Applications to the credit institutions for capital to 
finance productive investment projects have been nu- 
merous, but owing to the tight conditions in the credit 
market it has been difficult to meet them all. Invest- 
ments in 1961 are expected to exceed those of 1960 by 
26 per cent in the textile industry, by 52 per cent in the 
wood industry, and by 41 per cent in the chemical in- 
dustry, but decreases are foreseen in the shoe and 
clothing industry (27 per cent), in the paper industry 
(26 per cent), and in the transport equipment industry 
(40 per cent). In the iron and metals industry, invest- 
ments are expected to be about the same as in 1960. 

The Statistical Department’s survey covered 2,246 
concerns employing about 83 per cent of the total 
industrial labor force. 
Source: Borsen, Copenhagen, Denmark, July 13, 1961. 


German Foreign Trade Results 


The trade surplus of the Federal Republic of Ger- 
many, which had declined sharply in May compared 
both with the previous month and with May 1960 
(see this News Survey, Vol. XIII, p. 204), rose to 
DM 693 million ($175 million) in June 1961, or 
more than four times the surplus in June 1960. Exports, 
at DM 4.42 billion ($1.1 billion), were 17 per cent 
higher than a year ago, while imports rose by about 
3 per cent, to DM 3.72 billion ($930 million). 

The trade surplus for the second quarter of 1961, 
DM 1.72 billion, was somewhat smaller than in the 
first quarter (DM 1.92 billion) but twice that of a year 
ago. For the half year, the surplus was DM 3.64 billion, 
compared with DM 2.25 billion in the same period of 
1960 and DM 2.49 billion in the first half of 1959. 
Exports rose by 9.3 per cent and imports by 3.7 per 
cent in the first half of 1961 compared with the 
first half of 1960. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, July 19, 1961. 
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Reserve Requirements in Belgium 


The Belgian Banking Association, in its annual report, 
and the President of the Bank of Brussels, Mr. Camu, 
at the annual meeting of that bank, have again expressed 
strong criticism of the system of minimum reserve re- 
quirements to which the commercial banks are subject 
in Belgium. The system was set up in 1946 to prevent 
the monetization of the short-term government debt sub- 
scribed by the banks during the war. The banks were 
obliged to maintain a fixed ratio of 60 to 65 per cent, 
according to their importance, between their holdings 
of Treasury bills and their short-term liabilities. In par- 
ticular, the banks had to hold as “partial cover” an 
amount equal to 40-50 per cent of their sight deposits 
in Treasury paper with a maturity of one year or less, 
bearing interest at 1%, per cent (on 4-month bills) 
or 11%, per cent (on 12-month bills). 

Since November 1957, the system has been modified 
in an attempt to make it more flexible. The partial 
cover for increases in the banks’ sight deposits is now 
required to take the form not of Treasury bills but of 
certificates issued by the Fonds des Rentes (Stabiliza- 
tion Securities Fund), which uses the funds thus accru- 
ing to it in accordance with the monetary policy of the 
National Bank of Belgium. The rate of interest on this 
compulsory investment is higher than the former Treas- 
ury bill rates: it is fixed at % of 1 per cent below the 
official discount rate, with a minimum of 2 per cent. 
However, this reform has not fundamentally changed 
the character of the reserve requirements system. 
According to the Belgian Banking Association, the 
quantitative aspect of the system still prevents banks 
from providing normal finance to the economy. The 
obligation to keep low-yielding assets narrows their 
earnings and tends to raise the interest rates charged 
on credits to the private sector. The Association also 
doubts whether the system is effective from the point 
of view of monetary policy. 

In conclusion, the Association asks for a reduction 
of the reserve requirements, and the President of the 
Bank of Brussels suggests the introduction of a system 
of variable reserve ratios, similar to those adopted in 
most countries of the Atlantic Community. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
June 16, 1961; Agence Economique et Finan- 
ciére, Brussels, Belgium, June 24, 1961. 


External Convertibility of the Spanish Peseta 


The free convertibility of various types of new peseta 
balances accruing to nonresidents and any foreign jurid- 
ical persons was established on July 20, 1961. Banks 
are allowed to open two types of foreign account: 
“foreign accounts in convertible pesetas” and “foreign 
accounts in internal pesetas.” Credits and debits to the 
latter type of account require prior authorization from 


the Spanish Foreign Exchange Institute, except for the 
crediting of nontransferable funds and debits for certain 
expenditures in Spain, including purchases of govern- 
ment bonds. 


Authorized banks are free to credit the “foreign 
accounts in convertible pesetas” with the pesetas arising 
from any current transaction that has been liberalized 
or has been authorized by license; with listed foreign 
currencies; and with Greek and Turkish clearing dol- 
lars. The accounts may be debited for the purchase of 
foreign currencies (including banknotes) listed on the 
Spanish Exchange market; for payments for exports; 
for investments in Spain; or for any other type of 
payment in Spain. 


The Minister of Commerce declared that there was 
no risk of a massive outflow of funds. On the contrary, 
the new measures would promote an increase in foreign 
exchange receipts as a result of the confidence in the 
stability of the Spanish currency—as already proved by 
the creation of special funds abroad for investment in 
the domestic stock market, despite the fact that capital 
gains are not freely transferable. Accumulation of gold 
and foreign exchange reserves has continued in 1961 at 
a monthly rate of $40 million, as a result of a 12 per 
cent increase in foreign exchange receipts during the 
first half of the year compared with the same period 
of 1960. Nevertheless, because of the improvement of 
the economic situation, imports are at present increas- 
ing at a fast pace, and the present surplus is expected 
to disappear by the beginning of next year. 


Sources: Ya, Madrid, Spain, July 16 and 20, 1961. 


Foreign Trade of Portugal 


During the first four months of 1961, continental 
Portugal had a trade deficit of $82.4 million, compared 
with a deficit of $47.6 million in the same period last 
year. Although exports, at $95.6 million, were $29 mil- 
lion higher than in the corresponding period of 1960, 
imports increased far more, from $114.1 million to 
$178.0 million. The trade balance with the overseas 
provinces was in deficit by $3.2 million, compared with 
a deficit of $2.3 million last year. 


The major exports were cork and cork products, 
$15.7 million; canned fish, $11.3 million; cotton fabrics, 
$9.7 million; and wine, $7.0 million. The Federal 
Republic of Germany continued to be Portugal’s princi- 
pal supplier—the balance in favor of Germany being 
$4.5 million larger than in the same period last year— 
followed by the overseas provinces. The United King- 
dom, the United States, and Germany were, after the 
overseas provinces, the principal buyers of Portuguese 
goods. 

Source: Newsletter from Portugal, New York, N-Y.., 
July 14, 1961. 
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Annual Report of the Bank of Italy 

Speaking at the ordinary general meeting of the Bank 
of Italy on May 31, 1961, the Governor of the Bank 
said that world economic conditions in 1960 were the 
best since the end of the war. Production continued to 
grow rapidly in all industrial countries with the excep- 
tion of the United States. The divergence of cyclical 
trends in the United States and Europe resulted in 
external imbalances and led to the adoption of differing 
interest rate policies. These conditions led in turn to 
movements of short-term capital, often of a disequili- 
brating nature, seeking to profit from interest rate 
differentials or from expected modifications in exchange 
parities. Measures of monetary management were, in 
some cases, self-defeating, owing to their double effect 
on monetary trends and on capital movements. In fact, 
the authorities have recently come to rely on discount 
rate adjustments for the regulation of capital move- 
ments, rather than for the control of effective demand, 
since the latter had resulted in weakening confidence in 
the effectiveness of monetary policies. 

The sharp expansion of international trade during 
the past decade has called attention to the problem of 
the adequacy of international liquidity and of its distri- 
bution. The good creditor policy of the United States has 
led to an improved distribution of reserves, and for the 
industrialized countries no radical innovation in the 
field of international liquidity seems to be required, at 
least in the short run. International liquidity is still 
inadequate in the primary producing countries, not how- 
ever because of failures of the international payments 
system, but rather because of their pressing needs for 
capital investment and because of the adverse move- 
ment of their terms of ‘rade. This problem is being 
met by an expansion of aid and assistance to these areas. 

A closer cooperation between central banks consti- 
tutes the first important line of defense against adverse 
capital movements achievable within the framework of 
the existing regional monetary organizations. But the 
Governor emphasized that no international monetary 
techniques could suffice to relieve conditions rooted in 
the slower rate of increase in productivity in certain 
countries than in others, or in their weak defense of 
monetary stability. 

Italy’s contribution to the international community, 
the Governor remarked, would have to be concentrated 
on solving the pressing problems of international liquid- 
ity rather than on giving aid to underdeveloped coun- 
tries. In fact, in 1960 something had been accomplished, 
as the large improvement in the foreign exchange posi- 
tion of the commercial banks made it possible to require 
them to eliminate their foreign short-term debt through 
measures which were also intended to strengthen the 
control of the monetary authorities over the Italian 
money market. 

Economic expansion in Italy in 1960 took place in 


a climate of stability, thanks to the margins of labor 
and plant capacity available and to the possibility of 
expanding imports. The trade and service surplus, 
which in 1959 had amounted to about $500 million, 
all but disappeared, as imports to meet the require- 
ments of rising private investments and food consump- 
tion grew much more than exports. Another important 
cause of the rise in imports was the reconstitution of 
stocks of raw materials and of semifinished goods. 
Italian exports have markedly improved their competi- 
tiveness through lower prices and the great strides made 
in raising productivity. 

A favorable environment for the rapid rate of devel- 
opment in 1960 had been created by the growth of 
liquidity and the decline of interest rates in the previous 
two years. The stimulus to expansion came at first 
from abroad, through an increase in foreign demand, 
but was later strengthened by the expansion of domestic 
investment and by stock replenishment. Industrial pro- 
duction in 1960 rose by a record 13.7 per cent and 
continued to increase in the first quarter of 1961 at 
an annual rate of 10 per cent. The growth in output 
was supported by a marked expansion of short-term 
credit to the private sector, totaling Lit 1,186 billion 
($1.9 billion) in 1960, compared with Lit 678 billion 
in 1959. Banks’ purchases of securities and bonds were 
also large and their liquid reserves were markedly 
reduced. New issues of shares and bonds totaling 
Lit 1,683 billion, compared with Lit 1,064 billion in 
1959, were supported by a large flow of funds into the 
capital market, including foreign investments estimated 
at Lit 278 billion in 1960 (Lit 142 billion in 1959). 

Between 1956 and 1960, there was a change in the 
major factors making for the expansion of liquidity. 
The money supply increased at about the same rate as 
short-term lending by the banks, whereas quasi-money 
rose more rapidly. There was a considerable slowing 
down of the income velocity of circulation, a shift of 
funds to the capital market, and a greater supply of 
medium-term loanable funds. The public sector exer- 
cised a smaller and smaller expansionary impact, and 
the external surplus became increasingly important. 

In 1960, the major factor of expansion was the 
increase in lending by banks to the private sector, sus- 
tained by a reduction of the banks’ liquidity and stimu- 
lated by the marked decline in interest rates which 
resulted from the gradual integration of the Italian and 
foreign money markets. The financing of development 
in an open economy, while maintaining a stable cur- 
rency, the Governor concluded, posed difficult prob- 
lems. Monetary policies must be based on a continuous 
adaptation of the available instruments to the changing 
circumstances. 

Source: Banca d'Italia, Assemblea Generale Ordinaria 
dei Partecipanti, 1960, Rome, Italy, May 31, 
1961. 
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Interest Rates and Reserve Requirements in Turkey 


In the first half of 1961, there was not much change 
in economic Activity in Turkey, mainly because of un- 
certainty and hesitation regarding the future course of 
political developments. The money supply rose only in- 
significantly, and the increase in total net credits ex- 
tended to the economy was very small. In view of these 
conditions, the Government recently lowered interest 
rates by some 1% per cent for most lending transac- 
tions, including central bank rediscounts and advances 
against bills, and by % of 1 per cent for short-term 
deposits. This was the second time that the Government 
has used the authority obtained in July 1960 to change 
interest rates in the light of the needs of the economy. 


Preferential interest rates continue to apply for export 
and agricultural credits. Up to a limited amount, credits 
at about half the regular rates are also available to ex- 
porters and industry through releases from U.S. counter- 
part funds. In addition, LT 40 million ($4.4 million) 
of counterpart funds are being used to finance a private 
enterprise capital participation fund, to be administered 
by the Industrial Development Bank; these resources 
will be used for equity participations which, after a 
period of initial control by the Bank over its investment, 
are to be sold to the public. 


In order to provide the Government with more 
effective instruments in the field of credit control, legis- 
lation for new marginal reserve requirements for com- 
mercial banks was recently enacted. The range for 
reserve ratios, which are to be determined by the Bank 
Credit Regulating Committee, has been widened to 
10-35 per cent for time deposits and 20-45 per cent 
for demand deposits. Hitherto, these reserve require- 
ments (for which the range has been 10-20 per cent 
for time deposits and 10-25 per cent for demand 
deposits) have applied to all deposits; changes in them 
will in future apply only to increases in deposits. The 
reserves are to be adjusted to the level of deposits at 
monthly intervals. Hitherto, commercial banks have 
had to keep reserves with the Amortization and Credit 
Fund, which reloaned these funds to industry and com- 
merce, either directly or through redepositing them with 
the commercial banks. The reserve requirements were 
thus an instrument for directing the flow of credit 
rather than for limiting its over-all amount. Under the 
new provisions, the reserves have to be deposited with 
the Central Bank; from the amount so deposited, 20 per 
cent will be re-lent to the Agricultural Bank. The pres- 
ent actual ratio of 20 per cent on all demand and time 
deposits will be maintained for the time being. It is 
hoped that the revision of requirements will enable the 
Government to cope with any excessive growth of 
credit which might occur when the present state of 
hesitation in business gives way to a new expansion 
expected after the elections scheduled for October 1961. 


Following the adoption of the marginal reserve re- 
quirements, the system of ceilings on selected bank 
assets introduced in August 1958 was abandoned. This 
system had in fact been allowed to degenerate, and in 
July 1960 credits to industry and exporters had been 
exempted from the ceiling requirements. 

Sources: “EIU” Studies and Economic Affairs, Turkish 
Economic News Summary, and Le Journal 
d’Orient, Istanbul, Turkey, various issues; 
Official Journal, No. 10810, May 18, 1961, 
and No. 10812, May 23, 1961, Ankara, 
Turkey. 


Bulgarian Currency Reform 


The Bulgarian Government is reported to have 
decreed the issue of new currency to replace the present 
money in circulation in the ratio of ten old leva to 
one new lev. Wages, pensions, savings, and prices will 
be adjusted in the same ratio. The new currency will 
become legal tender on January 1, 1962. 

Further details on this operation (which appears in 
some respects to be similar to the introduction of a 
new Soviet ruble—see this News Survey, Vol. XII, 
p. 572) have not yet become available. In Sofia, the 
Bulgarian Prime Minister, Mr. Anton Yugov, stated on 
July 19, 1961 that the matter of specific changes in 
the rate of the lev to foreign currencies was being 
studied, and a decision would be made at a later date. 
He added that the issue of the new currency would not 
impair the interests of foreign countries. (The present 
official exchange rate of the Bulgarian currency is 
6.80 leva per U.S. dollar.) 

Sources: The Times, London, England, and The Jour- 
nal of Commerce, New York, N.Y., June 20, 
1961. 


Middie East and Africa 
Import System in the U.A.R. (Egyptian Region) 


On July 5, a new import system for the fiscal year 
1961-62 (beginning July 1) was announced in the 
Egyptian Region of the United Arab Republic. Basi- 
cally, the importing of all items that are subject to 
import licensing will be concentrated in the hands of 
nine publicly owned corporations. Import firms and 
individual importers that were operating prior to the 
announcement of the new system (numbering about 
3,700) may now become wholesale or semiwholesale 
traders. Applications for exchange for imports can be 
filed before August 31 by the designated corporations, 
by other organizations authorized by the Ministry of 
Economy, and by local industrial firms, for needed raw 
materials, spare parts, and equipment. 

There are minor exemptions from the new system 
for imports not requiring foreign exchange, restricted 
to such items as tourist goods, materials for the con- 
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struction of tourist hotels, industrial models, and im- 

ports by charitable organizations and by the diplomatic 

and consular corps. Details of the new system are still 

to be worked out. 

Sources: Al Ahram, Cairo, Egypt (U.A.R.), July 6 
and 7, 1961. 


Federation of Rhodesia and Nyasaland Budgets 


In the financial year ended June 30, 1961, the cur- 
rent revenue of the Federation of Rhodesia and Nyasa- 
land totaled £63.2 million. Current expenditure 
amounted to £64.0 million, leaving a deficit of £0.8 
million on current account. The budget estimates for 
1960-61 had been £62.2 million for revenue, £66.1 
million for expenditure, and a current deficit of £3.9 
million. 

Expenditure from loan funds in the original 1960-61 
budget was estimated at £12.5 million, but actual ex- 
penditure amounted to £10.8 million. The under- 
spendings occurred mainly in the votes of the Min- 
istries of Works, Post and Telegraphs, and Power. 
During the financial year, external loans totaling £5.0 
million were raised from the World Bank and the Chase 
Manhattan Bank. Receipts from internal loans totaled 
£13.5 million, of which £3.75 million was earmarked 
for the Kariba Hydroelectric Scheme. The share of 
the total received by the three Territorial Governments 
amounted to £5.9 million. 


The budget estimates for 1961-62, presented by the 
Minister of Finance to the Federal Assembly on June 
29, 1961, showed increases in current revenue to £66.3 
million and in current expenditure to £69.1 million. 
Various changes in income tax and supertax were in- 
troduced, of which the net effect was to increase rev- 
enue by £1.6 million. Of this increase, £1.0 million will 
accrue to the Federal Government, which receives 62 
per cent of all income tax receipts. (The remainder, 
less a small charge toward cost of collection, will accrue 
to the Territorial Governments.) The federal current 
account thus shows a deficit of £2.8 million. The Min- 
ister proposed to finance this deficit out of accumulated 
current account reserves, which amounted to £3.4 mil- 
lion at the end of the 1960-61 financial year. 


Estimated expenditure in the loan account for 1961- 
62 totals £9.6 million. The Minister stated that no re- 
duction had been made in estimated expenditure for 
1961-62 because of doubts of the Federation’s ability 
to raise the necessary finance. It was hoped to cover 
this expenditure by floating a loan on the local market 
and by negotiating a loan from the U.K. Government 
Commonwealth Assistance Fund. In addition, £1.3 
million would accrue in the form of loan recoveries. 
Sources: Budget Statement, 1961, and Financial State- 

ments, 1961-1962, Salisbury, Federation of 
Rhodesia and Nyasaland. 
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Far East and Australasia 
Government of India Loans 


On July 14, the Government of India announced the 
issue of two cash-cum-conversion loans totaling Rs 1 
billion ($210 million), as the second installment of its 
1961-62 borrowing program: 3% per cent bonds, 1969, 
issued at Rs 98.40, to yield 3.73 per cent at redemp- 
tion; and a 4 per cent loan, 1981, issued at Rs 98.50, 
to yield 4.11 per cent at redemption. (These may be 
compared with the 34% per cent bonds and the 4 per 
cent loan issued in July 1960, with redemption yields 
of 3.547 per cent and 4.004 per cent, respectively—see 
this News Survey, Vol. XII, p. 436.) The subscription 
lists were to open on July 24 and close on July 26, or 
earlier, subscriptions to be accepted in cash or in 
specified securities (a 242 per cent loan, 1961, and a 3 
per cent loan, 1951-61) for conversion at par. 

The borrowing program for 1961-62 aims at raising 
Rs 2.35 billion gross. The first installment, issued in 
June, was a 3% per cent loan, 1967, issue price 
Rs 98.90, for the conversion of three maturing loans 
totaling Rs 1.39 billion. About Rs 936 million was 
tendered for conversion against the offer. 

Source: The Economic Times, Bombay, India, July 15, 
1961. 


Credit Policy in Korea 


On July 6, the Monetary Board of the Bank of Korea 
announced a series of credit measures. From July 10, 
rates of interest paid on time deposits, deferred savings 
deposits, and special savings deposits were raised: 
from 6 per cent to 9 per cent for three-month deposits; 
from 8 per cent to 12 per cent for six-month deposits; 
and from 10 per cent to 15 per cent for one-year de- 
posits. The rates of interest on the deposits of national 
savings associations with commercial banks were 
raised from 10 per cent to 16.8 per cent. 

From July 1, minimum reserve requirements against 
demand deposits, which have been unchanged since 
April 1, 1957 at 20 per cent, were reduced to 14 per 
cent. Reserve requirements against time and savings 
deposits continue unchanged at 10 per cent. Accord- 
ing to the press, the reserve requirements were lowered 
mainly in order to offset the increase in banking costs 
resulting from the increase in the rates of interest paid 
on savings and time deposits. 

Source: Cho-sun Il Bo, Seoul, Korea, July 7, 1961. 


Japanese Interest Rates 


The basic discount rate of the Bank of Japan was 
raised on July 22 to 6.935 per cent from 6.57 per cent, 
the rate which had been in effect since January 26, 1961 
(see this News Survey, Vol. XIII, p. 32). It is expected 
that increases in the lending rates of commercial banks 
will follow immediately. On the other hand, the dis- 
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count rate of the Bank of Japan for export bills was 
reduced from 4.745 per cent to 4.38 per cent. 

The Governor of the Bank of Japan has emphasized 
that these measures were prompted by the recent dete- 
rioration of the balance of payments and the excessive 
demand centering around active investments in equip- 
ment (see this News Survey, Vol. XIII, p. 213). He 
requested the nation to curb excessive private invest- 
ment and to strive for increased exports. 

Source: Nihon Keizai Shimbun, Tokyo, Japan, July 22, 
1961. 


Development of Nickel Resources in Indonesia 

Five leading nickel refining companies in Japan have 
formed a joint company, the Sulawesi Nickel Resources 
Development Cooperation Company, to help Indonesia 
to develop the rich nickel resources on the island of 
Sulawesi (Celebes). The company has sent a 12-man 
team to work out with the Indonesian Government a 
plan for joint exploitation. It is reported that, under 
the scheme proposed by the Japanese group, the Japa- 
nese companies would offer a credit of 2 billion yen to 
Indonesia to assist in raising production, in stages, from 
the present 3,000 tons monthly to 5,000 tons, 10,000 
tons, and eventually to 40,000 tons a month. Further, 
Japan would offer to purchase, from the new output, all 
the ore with a purity content of 3.2 per cent or over. 
The ore with a lower nickel content would be refined 
for use in Indonesia by a newly established local re- 
finery. The Japanese interest in this proposed venture 
is occasioned by the declining trend in the amount and 
quality of nickel ore produced in New Caledonia, 
Japan’s principal source of supply for nickel. 
Source: The Journal of Commerce, New York, N.Y.., 

July 24, 1961. 


Australian Foreign Trade 


In the 12 months to June 1961, imports into Aus- 
tralia totaled £A 1,085 million ($2.4 billion), £A 161 
million higher than in the 12 months to June 1960. 
However, in the last three months imports began to fall 
and exports, assisted by higher wool prices and by ship- 
ments of grain to Mainland China, rose. In total, ex- 
ports exceeded imports by £A 32 million in the three 
months to June 1961, the first quarter to show a trade 
surplus since the substantial relaxation of import re- 
strictions early in 1960. Australian international re- 
serves at the end of May 1961 were £A 531 million, 
compared with £A 376 million at the end of 1960. The 
increase in the five months reflects in part a purchase of 
$175 million (about £A 78 million) from the Inter- 
national Monetary Fund. 


Sources: The Financial Times, London, England, 


July 7, 1961; Australian Financial Review, 
Sydney, Australia, July 13, 1961. 


Western Hemisphere 
Governor of Bank of Canada 


Mr. Louis Rasminsky was named Governor of the 
Bank of Canada on July 24 for a seven-year term; he 
will automatically become President of the Industrial 
Development Bank also. He succeeds Mr. James E. 
Coyne, who resigned after six and a half years in office. 

Mr. Rasminsky, one of the Bank of Canada’s deputy 
governors since 1955, is an Executive Director of the 
International Monetary Fund and of the World Bank. 
Source: The Wall Street Journal, New York, N.Y., 

July 25, 1961. 


Economic Conditions in Peru 


Financial conditions in Peru were favorable in the 
first half of 1961. Developments in the export sector 
enhanced the exchange position; the sol remained 
stable; and fiscal restraint and a larger volume of im- 
ports helped to counteract inflationary pressures. The 
cumulative balance of payments surplus was $10% mil- 
lion in the first half of 1961, which compares with a 
surplus of $18 million in the first half of 1960. This 
year, however, the over-all net exchange position of the 
Central Reserve Bank is much stronger: reserves 
were $75 million (including $18 million of “untouch- 
able” gold) at the end of June, $26 million more than 
at the end of June 1960. 

Source: Banco Continental, News Letter, Lima, Peru, 
July 20, 1961. 


Credit Controls in Chile 


Recently there have been complaints in Chile of a 
shortage of credit in various sectors of the economy and 
of the diversion of bank credit to financing imports of 
luxury goods rather than essential commodities. Ac- 
cordingly, the Superintendent of Banks has instructed 
the commercial banks not to grant credit for financing 
imports of luxury goods, i.e., goods subject to advance 
deposits of 100 per cent and above or to surcharges of 
50 per cent and above. Luxury imports into the free 
zone in the South, which are subject to a special 15 
per cent tax, are also covered by the prohibition. 
Source: Bank of London & South America Limited, 


Fortnightly Review, London, England, July 15, 
1961. 


Rehabilitation Program for Bolivian Mines 


International cooperation to rehabilitate the national- 
ized mines of Bolivia (see this News Survey, Vol. XIII, 
p. 184) has now made further progress. The Inter- 
American Development Bank (IDB) has announced 
approval of a ten-year, 4 per cent loan equiva- 
lent to $4.5 million from its Fund for Special Opera- 
tions. The Government of Argentina has also granted 
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a credit equivalent to $1.5 million for the purchase of 
food stocks for the commissaries. 

The cost of the first year of the proposed rehabilita- 
tion program is estimated at $16 million. The IDB be- 
lieves that the rehabilitation of the mines will contribute 
decisively to a restoration of balance of payments equili- 
brium, the consolidation of the monetary stabilization 
program, a significant improvement in the fiscal situa- 
tion, and the maintenance of the economy of Bolivia 
while a diversification program is being planned and 
executed. 

Source: Inter-American Development Bank, Press 
Release, Washington, D.C., July 18, 1961. 


Trade and Price Developments in Uruguay 


According to unofficial estimates based on data pro- 
vided by the private banks, Uruguayan exports were 
$65.7 million and imports were $47.5 million in the 
first three months of 1961. There was thus a current 
surplus of $18.2 million, compared with a surplus of 
$9.2 million in the same period of the previous year. 
A substantial expansion of exports is ascribed mainly 
to the reduced duties on wool exports, which rose to 
$48 million in the first quarter. 


The cost of living rose in 1960 by 37 per cent ac- 
cording to statistics published by the Ministry of Fi- 
nance, and by 26 per cent according to statistics re- 
ported by the Ministry of Industry and Labor. In the 
first five months of 1961, the rise was only 1.1 per cent 
according to the former index, and 0.9 per cent accord- 
ing to the latter. 

Source: Neue Ziircher Zeitung, Zirich, Switzerland, 
July 10, 1961. 


West Indies Foreign Trade in 1960 

Foreign trade of the Federation of the West Indies 
reached a record peak of BWIS$1.8 billion (US$1.1 
billion) in 1960, according to preliminary figures. 
Both exports, at BWI$804 million, and imports, at 
BWI$984 million, were 12 per cent higher than in 
1959. The increase in the value of exports is attributed 
largely to increases in exports of bauxite and alumina, 
mineral fuels, lubricants, and related materials, while 
the expansion of imports is accounted for by increased 
imports of nearly all categories of goods into Jamaica 
and Trinidad. 
Source: Department of Commerce, Foreign Commerce 

Weekly, Washington, D.C., July 17, 1961. 


Fund Transactions 

During June 1961, repurchases of currencies from 
the Fund, all in dollars except for $2 million in gold, 
totaled $67.3 million: El Salvador repurchased the 
equivalent of $2 million, India $64.2 million, Paraguay 


$0.4 million, and the United Arab Republic (Syrian 
Region) $0.7 million. Two new stand-by arrangements 
entered into effect during June: with Ecuador for $10 
million (see this News Survey, Vol. XIII, p. 177) and 
with Uruguay for $30 million (see this News Survey, 
Vol. XII, p. 529). Ecuador purchased $3 million un- 
der the stand-by arrangement. 
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International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment. Any suggestions made or opinions 
expressed are taken from the sources quoted. Items are 
selected for inclusion because they are in fields of par- 
ticular interest to the Fund; their selection does not 
necessarily imply that they reflect the Fund’s views. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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